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Under Illinois law, a person who takes tangible personal property off the market and converts it
into real estate is deemed a construction contractor and is the legal end-user of the tangible
personal property.  See 86 Ill. Adm. Code 130.1940 and 130.2075.  (This is a GIL).

February 5, 2003

Dear Xxxxx:

This letter is in response to your letter dated October 17, 2002.  The nature of your letter and
the information you have provided require that we respond with a General Information Letter, which is
designed to provide general information, is not a statement of Department policy and is not binding on
the Department.  See 2 Ill. Adm. Code 1200.120(b) and (c), which can be found on the Department’s
website at  www.revenue.state.il.us/Laws/regs/part1200/.

In your letter, you have stated and made inquiry as follows:

I am writing on behalf of my client in order to request a legal clarification of its sales/use
tax status regarding the activities conducted in your state.

AAA is engaged in the design, manufacture, sale, and installation corporate identity
signage. These would include neon graphics, box signs, wood cabinet signs, and
electronic LED displays. Some of the larger clients (which serves to help visualize their
type of work product) are COMPANIES.

My question is as follows; would these signs be considered real estate after installation
or remain tangible personal property according to the appropriate statute or regulation?

I can be contacted at the above address or phone number and would happy to provide
any additional information to assist with your determination.

Thank you for your assistance and cooperation.

A person who sells signs that have commercial value (i. e., value to persons other than the
purchasers) incurs Retailers’ Occupation Tax (sales tax) liability when making such sales, even if
such signs are produced on special order for the purchaser.  Examples of signs having such
commercial value would be ones that spell out “real estate”, “insurance,” or “hamburgers,” and which
do not spell out the name of the purchaser nor the brand name of the purchaser’s product and which
are not otherwise similarly individualized.  Please refer to 86 Ill. Adm. Code 130.2155 Vendors of
Signs, enclosed.  When a sign that has commercial value is sold and installed, the installation charge
is also subject to Retailers’ Occupation Tax unless there is a separate agreement for the installation
charge.  See 86 Ill. Adm. Code 130.450, enclosed.



If the sign vendor produces a sign on special order of the customer and the sign is so
specialized that it would have no commercial value to anyone other than that particular customer who
placed the order, the sign vendor would not incur Retailers’ Occupation Tax liability.  These
transactions would be subject to liability under the Service Occupation Tax Act and the sign vendor
would be considered a serviceman.

The above assumes that the signs remain tangible personal property after installation.  If the
signs were permanently affixed structurally as real estate, then there would be different tax
consequences.  Under Illinois law, a person who takes tangible personal property off the market and
converts it into real estate is deemed a construction contractor and is the legal end-user of the
tangible personal property.  The construction contractor, as the user, incurs Illinois Use Tax and local
Retailers’ Occupation Tax reimbursement liabilities when the tangible personal property that will be
converted into real estate is purchased from registered Illinois suppliers.  If such items were
purchased from suppliers that did not collect the tax, the person who converts the tangible personal
property into real estate is required to self-assess and remit the Use Tax to the Department based
upon the cost price of the property.  For information on construction contractors, see 86 Ill. Adm.
Code 130.1940 and 130.2075, enclosed.

I hope this information is helpful.  The Department of Revenue maintains a website, which can
be accessed at www.revenue.state.il.us.  If you have further questions related to the Illinois sales tax
laws, please contact the Department's Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter Ruling regarding your
factual situation, please submit all of the information set out in items 1 through 8 of Section
1200.110(b).

Very truly yours,

Melanie A. Jarvis
Associate Counsel

MAJ:msk
Enc.


